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ORDER OF REFERENCE 


(Extract from the Minutes of the Proceeding of the Senate, December 15, 
1947.) 

The Honourable Senator Robertson, seconded by the Honourable Senator 
Copp moved—That the Standing Committee of the Senate on Canadian Trade 
Relations be directed to inquire into and report upon the subject matter of the 
General Agreement on Tariffs and Trade, including the Protocol of Provisional 
Application thereof, annexed to the Final Act of the Second Session of the 
Preparatory Committee of the United Nations Conference on Trade and Employ- 
ment held at Geneva from April 10 to October 30, 1947, together with the comple- 
mentary agreements of October 30, 1947, between Canada and the United States 
of America and between Canada and the United Kingdom. 


That the said Committee be authorized to send for persons, papers and 
records. 


After Debate, and— 
The question being put on the said motion, it was— 


Resolved in the affirmative. 


L. C. MOYER, 
Clerk of the Senate. 


MEMBERS OF THE STANDING COMMITTEE ON CANADIAN 
TRADE RELATIONS 


The Honourable W. D. Evuumr, P.C., Chairman 


The Honourable Senators 


Ballantyne, Dessureault, McLean, 
Beaubien (Montarville), Duffus, Moraud, 
Bishop, Euler, Nicol, 

Blais, Gouin, Paterson, 
Buchanan, Haig, Pirie, 
Burchill, Howard, Riley, 
Calder, Hushion, Robertson, 
Campbell, Jones, Turgeon, 
Crerar, Kinley, - Vaillancourt, 
Daigle, Macdonald (Cardigan), White—(34). 
Davis, MacLennan, 

Dennis, McKeen, 
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MINUTES OF PROCEEDINGS 
Turspay, 16th March, 1948. 


Pursuant to adjournment and notice the Standing Committee on Canadian 
Trade Relations met this day at 10.30 a.m. 


Present: The Honourable Senators Blais, Buchanan, Burchill, Campbell, 
Davies, Duffus, Gouin, Howard, Jones, Macdonald (Cardigan), MacLennan, 
McKeen, McLean, Paterson, Pirie, Robertson, Vaillancourt and White—18. 


In the absence of the Chairman the Honourable Senator Campbell was 
elected Acting Chairman. 


The official reporters of the Senate were in attendance. 


The Committee resumed consideration of the subject matter of the General 
Agreement on Tariffs and Trade, including the Protocol of Provisional Applica- 
tion thereof, annexed to the Final Act of the Second Session of the Preparatory 
Committee of the United Nations Conference on Trade and Employment held 
at Geneva from April 10 to October 30, 1947, together with the complementary 
agreements of October 30, 1947, between Canada and the United States of 
America and between Canada and the United Kingdom. 


Mr. H. B. McKinnon, Chairman, Tariff Board, was again heard and 
questioned. 
— Mr. H.R. Kemp, Director of Commercial Relations Division, Department 
of Trade and Commerce, was again heard and questioned. 


Mr. J. J. Deutsch, Director of Economic Relations, Department of Finance, . 
was again heard and questioned. 


Dr. A. E. Richards, Ottawa, Ontario, Economist, Department of Agriculture, 
was heard with respect to the regulations in connection with the exportation 
of milk and cream from Canada to the United States. 


Mr. G. C. Cowper, Chief of Foreign Tariff Section, Deen of Trade 
and Commerce, was heard and questioned. 


Mr. Kemp filed statement showing Imports into the United States from 
Canada of Principal Dutiable:Items on which Concessions were Obtained under 
the General Agreement on Tariffs and Trade Calendar Years 1939 and 1946 
Showing Rates of Duty. (Statement includes only items valued at $50,000 
or more in either year.), which was ordered to be included in the record. (See 
Appendix “A’’.) 


At 12.10 p.m., the Committee adjourned to the call of the Chairman. 
Attest. 


H. ARMSTRONG, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE, 
Turspay, 16th March, 1948. 


The Standing Committee on Canadian Trade Relations resumed this day 
at 10.30 a.m. ~ 


Hon. Mr. Rosertson: Honourable senators, in the temporary absence of 
Senator Euler, I move that Senator Carey eccupy the Chair. 

The motion was carried. 

Hon. Mr. Campsexu in the Chair. 

Hon. Mr. Rosertson: Honourable senators will remember that at our last 
meeting it was suggested that today we should hear Mr. McKinnon, Mr. Kemp 
and Mr. Deutsch on the concessions that Canada made in the Geneva trade 
agreements. Of course, any senator will be free to ask any questions that may 
occur to him on the other point, as to what Canada received. While this may 
be the final meeting of the committee, I think that the committee should perhaps 
not report until the Chairman returns, which will probably be within the next 
few days. There is no great rush about the matter, but I did not want to 
postpone this meeting of the committee, because Mr. McKinnon is a very busy 
man and there are a great many demands on his time. JI had made this 
appointment with him some time ago and therefore thought it was advisable 


_ to keep it. I think the Chairman will understand. 


The Actina CHAIRMAN: Honourable senators, the main purpose of this 
meeting is to go through the schedules; the witnesses are here, particularly Mr. 
McKinnon, to answer any questions that the members may care to ask with 
respect to changes in the tariff of any particular item. I do not suppose it is 
desirable to go through the whole schedules, item by item, because that would 
take a long time. If honourable senators now care to direct questions to Mr. 
McKinnon, he is prepared to answer them. 

Hon. Mr. Rosertson: May I say that I have a point I should like to 
bring up, and it does not matter to me whether I do it at this time or later on. 
I should like to revert to one or two points in regard to the concessions we 
secured from the United States. 

The Acting CHarrMAN: You may proceed with it now. 


Hon. Mr. Ropertson: Since we last met I have had a deputation from the 
dairy industry people to see me on the question which is now before the house. 
It was drawn to my attention that while the Geneva Trade Agreements extended 
very considerable benefits to all or most of the branches of agriculture in 
Canada, there were very little concessions made to the dairy industry. 

I should like to ask Mr. McKinnon if that situation was as a result of the 
reluctance on the part of the United States authorities to grant us concessions, 


or was it that no particular effort was made on our part? Let me illustrate 


my point. 

Prior to 1930 there was a growing and lucrative business, throughout the 
Eastern Townships and Ontario, from selling fluid milk and cream in the United 
States. It began to increase about 1922 or 1923, and went up steadily until 1927. 
There was a shipment of 21 million pounds of fat equivalent in fresh milk and 
fresh Been and I am advised that whole sections of the Hastern AAT Te 
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and Ontario were not in butter production at all, but depended entirely on this 
lucrative market for milk and cream. In 1927, I understand, there was a change 
in legislation in the United States requiring most stringent inspection regulations 
in regard to milk and cream. It was at first required that every farm, and even 
every cow, be inspected by American inspectors. 

Hon. Mr. Howarp: That is right. 

Hon. Mr. Rosertson: Subsequently that was changed, and I believe 
certificates by Canadian inspectors were accepted. But immediately after those 
restrictions were put on the sale of fresh milk and cream started! to drop. In 1928 
the market stood at 13 million pounds, and in 1929 it was down to 10 million. 
In 1930 the Smoot-Hawley tariff came on, placing an almost prohibitive 
tariff on those products, and in two or three years time the market had 
disappeared entirely. 

I asked the representatives of the dairy industry if they had made any 
representations to Mr. McKinnon, seeking redress in the American market. 
The reply I received was that they did not know whether that had been done, 
but, in any event, the government would not let them ship their cream; in other 
words, they could not ship cream to the United States today over the tariff and 
make money. That of course is a different thing, and it is a temporary arrange- 
ment. I understand the cattle people, for instance, have gotten reductions in 
quotas and tariffs for their industry. At the moment that is of no immediate 
advantage because of our prohibitory export regulations, but I was referring 
to the long term view. 

I should like to know from Mr. McKinnon whether he made any representa- 
tions about that industry, and what he thinks is the possibility of restrictions 
being removed. I am not referring to the temporary export permit regulations, 
but I am talking about the attitude of the American people. 


Mr. McKinnon: I should like to answer first, Mr. Chairman, the Senator's” 
question in general terms, and then refer it to Mr. Kemp of Trade and Commerce, 
because the is the one responsible at Geneva for pressing demands on any 
particular export commodity, and for deciding within reason how far he should 
press, and when he had pressed the point to the greatest possible advantage. 

We had of course negotiations with the United States for further concessions 
on both milk and cream. The review you have given forms a background for 
any general remarks I might make. You illustrated that before these restrictions 
in one form and another, were imposed there was a substantial and lucrative 
export of both milk and cream, particularly from Ontario and Quebec to the 
United States market. It was largely because of our recollection of the magnitude 
of the trade in those days that we did press at Geneva for still further eonces- 
sions, in spite of the fact that at the present time there is no movement of any 
consequence. Now, as you know, Mr. Chairman, we got no enlargement of the 
quota on either the milk or the cream. 

Hon. Mr. Rozserrson: The milk quota is what, now? 


‘| Mr. Kemp: Milk is 3,000,000 gallons and cream is one and a half million 
gallons, : 

Mr. McKinnon: We did not press for any larger quota on either one, 
because of the very facts that Senator Robertson has cited. The trade has fallen 
to very little, in the face of very definite restrictions. We did, however, press 
for a further reduction in the rate of duty on both, because we have some 
hope that under the charter it will not be possible longer for these restrictions 
on so-called sanitary grounds to be maintained as an invisible protection, if, 
in fact, they are that. Therefore, relying on the general terms of the charter as 
regards the restrictions Mr. Kemp concentrated his fire on the two rates of duty. 
He got ‘a further reduction on both rates of duty. In fact, if I remember 
correctly, Mr. Kemp, the rate on the milk is now lower per gallon than it was 
at the time of the large trade to which Senator Robertson referred. 
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Hon. Mr. Howarp: Give us the rate as it was at that time, and then what 
it is now. 

Mr. McKrynon: With these general observations, Senator Howard, I 
would like now to ask Mr. Kemp to carry on the detail, because it was his 
problem, and his success to the extent we got reductions. 

The Actinc CHAIRMAN: Will you proceed, Mr. Kemp? 

Mr. Kemp: We will give you the exact rates of duty, sir, beginning in 1922. 
In 1922, under the tariff at that time, the rate of duty on milk was two 
and a half cents a gallon, and on cream was 20 cents a gallon. In the 1929 tariff 
revision both of these rates remained the same—two and a half cents a gallon 
and 20 cents a gallon respectively. In 1930 the Hawley-Smoot tariff raised 
the rate to six and a half cents a gallon on milk and 56,55 cents a gallon on 
cream. 1930 is the year in which the export into the United States began to go 
down very seriously. The new tariff went into effect, as I recollect, on the Ist of 
July of that year, so that it would not begin to affect the imports till the second 
half of the year. In 1939, under the trade agreement made with the United 
States in that year, both of these rates were cut in half. The rate on milk was 
reduced to three and one-quarter cents a gallon, and the rate on cream was 
reduced to 28,3, cents a gallon. These rates continued in force until Geneva, at 
which time the rate on milk was reduced to 2 cents a gallon, and the rate on 
cream was reduced to 20 cents a gallon. Thus, the reduction in the rate of 
duty on milk made at Geneva, although it was not quite a half, was well over 
a third. It was pretty close to the maximum that it was within their power to 
make. The rate of duty on cream came down from 28,3, cents to 20 cents a 
gallon, a reduction of about one-third. 

Hon. Mr. Rospertson: Was the quota changed? 

Mr. Kemp: The quota remained the same. Under the 1939 agreement the 
quota was 3,000,000 gallons of milk and one and a half million gallons of cream; 
and these two quotas remained the same following the negotiations at Geneva. 

Hon. Mr. Davies: Then they are practically back to where they were prior 
to 1929, are they, Mr. Kemp? 

Mr. Kemp: The rate on milk is now lower than it was before the Hawley- 
Smoot tariff, and the rate on cream is the same as in the period 1922-1930. 

Hon. Mr. Rosertson: My advice is that in 1927 there were 4,495,000 
gallons of cream shipped to the United States, and that the quota put on under 
the Hawley-Smoot tariff is one and a half million gallons and has not been 
enlarged. 

Mr. Kemp: That is right. 

Hon. Mr. Ropertson: The milk quota put on under the Hawley-Smoot - 
tariff is three million gallons. Our shipments in 1927 were almost five million 
gallons. The quota has not been changed but the duties have been reduced? 


Mr. Kemp: That is right. 
Hon. Mr. Burcu: What quantity is going over now? 


Mr. Kemp: At the present time, sir, the movement is almost imperceptible. 
In 1946 the imports of milk into the United States from all countries were less 
than five hundred gallons, and there is no trace at all of any cream going in. 


Hon. Mr. Burcuruu: Is that due to duty restrictions or to pure milk 
regulations? 

Mr. Kempe: We think it is due to sanitary regulations such as those of 
New York State, sir. Those regulations provide that the only fluid milk that 
can be sold in the State of New York is milk that has been produced on farms 
inspected and approved by the state authorities, and those authorities have let it 
be known that they will not send their inspectors outside the boundaries of 
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the state, Therefore, no matter how sanitary a Canadian farm might be, 
so long as that state arrangement continues in force we have no chance of 
exporting our product to New York State. And so far as we know, the federal 
authorities in the United States do not feel it is within their power to change or 
overrule that state regulation. 

Hon, A. L. Beausren: When was that regulation put into force? 

Mr. Kemp: I have not the exact date, sir, but it was early in the thirties. 
The Hawley-Smoot tariff became effective July 1, 1930, and then the importa- 


tion of milk and cream into the United States fell off very substantially. Soon 
after that the sanitary regulations were tightened. 


Hon. Mr. Hucrssen: Is that regulation enforced against other states as 
well? 
Mr. Kemp: Yes. 


Hon. Mr. Hucrssen: So that all the milk and cream sold in New York has 
to be produced in New York State? 


Mr. Kemp: That is my understanding. 


Mr. McKinnon: I think there is a slight qualification of that. The produc- 
tion is inspected in the New York State milk shed, and that is not necessarily the 
state area. 


Hon. Mr. Brats: I suppose this applies to Minnesota and Dakota and all 
other states along the border? 


Mr. Kemp: They all have their own regulations, sir. I mentioned New 


York State because that was a principal market for Canadian milk and cream ~ 


before the Hawley-Smoot tariff. 


Hon. Mr. Ropertson: Is there any possibility that the invisible protection 
which has ‘been extended by the United States in one way and another might 
affect the arrangements that were supposed to be made under the charter, or 
has the federal government in the United States got authority to see that the 
agreements are lived up to? 


Mr. DerutscH: One of the difficulties is that, as Mr. Kemp has pointed out, 
these sanitary regulations are imposed by New York State and the federal 
government makes undertakings with respect only to its own field. -In the 
eharter there is a general undertaking that the federal government will use its 
best offices to try to get the states to live up to the spirit of this agreement, 
but that is only a matter of persuasion. The federal government would run 
Bebra 2 if it interfered in matters which are properly within the authority 
of the state. 


Hon. Mr. McKeen: You might have a rather poor case if you asked the 


United States government to interfere in this matter, if the regulations are 
imposed against every other state in the union. 


Mr. Deutscu: We could, for instance, say to the United States government 
that we protest. against these milk regulations as we consider them to be really 
an indirect device for protection, and the United States government would then 


be obliged to approach New York State and try to persuade them to relax the ~ 


regulations. But whether or not the federal government could persuade the 
state government to relax its regulations, remains to be seen. 


Hon. Mr. Davies: The State of New York is on pretty strong ground, is it | 


not, when it places its regulations on an inspection and sanitary basis? 

_ Mr. Deutsci: Yes, senator. I think, however, that sanitary regulations 
can sometimes be used as an indirect device for protection. In this case, as 
Mr. Kemp has explained, New York State has imposed certain sanitary regula- 


; 


AS iors, but will not send its inspectors up here’to make inspections. 
even if a farmer up here was willing to comply in every way with the New Y ork 
State regulations he still would not benefit. thereby. 
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Therefore 


Hon. Mr. Pirie: Then it would not make any difference if the duty were 


taken off milk and cream entirely? 


Mr. Deutscu: Not as long as these sanitary regulations remain in force. 
Hon Mr. Rosertson: Honourable senators will realize that at the moment 


ae the fact that no cream or milk is being shipped from here to the United States 
~ is not due to the American tariff or to quotas or any state regulations, because 
the export of products of the dairy industry, in common with those of all other 


agricultural industries, is prohibited by the Canadian government. Dr. Derby, 


Chief of the Dairy Products Marketing and Merchandising, Department of 


Agriculture, told me he thought there was a disposition on the part of authorities 
in the United States to be more willing to accept in future the certificates of 
Canadian sanitary inspectors. I do not know whether he meant that there 
was this disposition on the part of the federal or of the state authorities, nor 
do I know whether he was referring to inspections by our federal or provincial 
inspectors. I have a note that Dr. Richards, Economist, of the Department of 
Agriculture, is present and could speak on this, if honourable members so desire. 
Hon. Mr. Burcuitu: I think we should hear from Dr. Richards. 


The Actinc CuHairMAN: Dr. Richards, is there any statement that you 


would care to make? 


Dr. A. E. Ricuarps, Economist, Department of Agriculture: Mr, Chairman, 


I have not much to add to what has already been given to the committee. I 
am not a dairy specialist, but this morning I did have a chance for a brief 
discussion with Mr. Singleton, Chief of the Dairy Products Division in our 

_ department. He said that before the Hawley-Smoot tariff became effective 


there. was a working arrangement between United States authorities and our 


Wie Health of Animals Branch whereby certificates of Health of Animals Inspectors 


in eastern Canada were accepted by the New York State authorities. He felt 
that it was the Hawley-Smoot tariff that really ended our exports. But I under- 
stand that since then inspection requirements in the United States have become 


more stringent, but they are directed as much against western states as against 
eastern Canada, because of course New York State used to draw its milk supply 
from as far west as Wisconsin. 

_ Hon. Mr. Rospertson: Was the dairyman right who said to me that, regard- 
less of the tariff, he could sell his milk in the United States today if it were 


not for the Canadian government’s prohibition against export? 


Dr. Ricuarps: Yes, I should say he is right on that. The price paid for 


fluid milk in the New York milk shed today—I am quoting from memory—is 
around $5 per hundredweight, whereas our price just above the border and 


in the Eastern Townships is $3.50. So a dairyman in those regions could pay 


_ the transportation charges and the duty and still compete in the New York 


milk shed. 
Hon. Mr. Roperrson: If there were no sanitary restrictions? 
Dr. Ricuarps: If there were no restrictions on exports and no sanitary 


regulations. 


Hon. Mr. Hucessen: The Boston market was pretty important, was it not? 


Is that part of the New York milk shed? 


Dr. Ricuarps: That was, I believe, a more important market for fluid milk 


- than the New York market. 


' Hon. Mr. Rosertrson: It was the Boston market that this dairyman was 


_ talking about. 
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Hon. Mr. Paterson: No matter what agreements were made at Geneva, 
they can be upset by these sanitary regulations, can they? 


Mr. Deutscu: I think we have a pretty good case in endeavouring to ; 


prevent these regulations being used as an indirect form of protection. pk 
would be quite appropriate for us to take this matter up with the United States 
government on the basis of the new agreements, and I think that is one thing 


we mnight do as soon as the opportunity arises. At the moment, of course, 


exports are prohibited in Canada. 

Mr. McKinnon: I think it would be of interest to state to the committee 
that we did in fact get concessions on fifteen dairy products in the United 
States tariff. At the momerit we are talking about only two products. The 
reason we pressed for a greater reduction in the duty on these two was that 
we had in mind the hope to which Dr. Richards has referred, that there might 
again be developed a working arrangement whereby our milk and cream could 
flow across the border. As Mr. Kemp says, we did get the duty on cream down 
to the same point as it was at the time of the biggest trade, and the duty on 
milk to a lower duty than at the time of the biggest trade. 


The Actinc CuHarrMan: There is not the same inspection restriction against 


other dairy products as against milk? 
Mr. McKinnon: No, Mr. Chairman, that is peculiar to milk and cream. 


Hon. Mr. McLean: But similar regulations could be applied against other 
products, and the entry of fish and a whole lot of other foodstuffs into the 
United States could be prohibited in that way. It is a form of protection. 


Hon. Mr. Ropertson: At the Havana conference these methods of invisible 
protection are among the major points being discussed. In the past they have 


proved a greater obstacle to the export of our products than have duties and 


quotas. 


The Actinac CuHairMAN: Gentlemen, are there any more questions on this 
particular point? If not, we will move on to other questions which honourable 
senators may wish to ask Mr. McKinnon. 


Hon. Mr. Howarp: First, may I say, for the information of senators, that 
back in 1922 the Eastern Townships were shipping very large quantities of 
dairy products into the Boston market, and we had no inspection services; since 
that time they have been put into force, and have become more and more rigid 
to the fluid milk supply going to the cities in that area and also to the Carnation 
milk plants. No farmer can send his milk either to the Carnation plants or to 
the fluid milk deliveries unless he is inspected. With that change in policy 
I think possibly we might again get into the American market. With the tariff 
dropping down from 564 cents to 28-3 on cream, we could have started shipping 
cream there again, but because of the change in the attitude of the American 
people, we said, “No, we will not start shipping this commodity again for fear 
of some other regulation being put on.” 


Hon. Mr. Davies: Mr. Chairman, may I ask if this is a federal regulation 
or is it a regulation imposed by the State of New York or the State of 
Massachusetts? 


Mr. DrutscuH: Yes, it is state regulation; not federal regulation. 


Hon. Mr. Howarp: The pressure from the United States was very much 
stronger when the farmer was not making much money and was selling his 
product at a low price in the United States, compared to today’s prices. 


Hon. Mr. McKeen: I think the regulations are becoming stiffer all over 
this continent. I know in British Columbia they are becoming more strict all 
the time; it is not done to the exclusion of anyone but for the cause of pure food. 
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Mr. McKinnon: Following the suggestion made by Senator McKeen, if we 
could get a modus operandi with the United States; and were able to secure 
acceptance of a Canadian certificate, it would work out all right. 


Hon. Mr. McKeen: In other words, we are not objecting to regulations and 


sanitary methods, but we want somebody who can inspect our plants and pass 
upon them. 

Hon. Mr. Howarp: Yes, a reciprocal arrangement so to speak. 

Hon. Mr. Rozertson: I wish to quote an extract from information given 
to me by Dr. Derby. I may say the information I have is that at one stage at 
least the regulations were of a federal nature. He has this to say: 

The United States authorities passed regulations under the United 
States Federal Import Milk Act, 1927, and according to its regulations 
the requirements are: 

(1) Physical examination and certificates as to condition of all cows 
or cattle in herds from which milk or cream is shipped, either directly or 
indirectly, to the United States; 

(2) Sanitary inspection and certification as to conditions of all dairy 
farms and the equipment thereon; 

(3) Sanitary inspection of all plants, and, 

(4) Inspection and certificates as to condition of the equipment and 
methods of pasteurization in such plants. 

That was a federal act passed in 1927, and the figures show that immediately 
after 1927 the total export of milk and cream to the United States started to 
decline, but its most noticeable drop came after the Smoot-Hawley tariff of 


_ 1930. Whether or not the federal authorities relaxed their original regulation 


and today the chief objections are by reason of state regulations, I do not know, 
but originally the federal authorities did exercise certain regulations. 


Hon. Mr. Davies: Those would be regulations applied to every state in the 
union. 


Hon. Mr. Rosgertson: And to imports. 
Hon. Mr. Howarp: That is right. 


Hon. Mr. Rosertson: The extract I read said, “ . . . milk or cream shipped, 
either directly or indirectly, to the United States;” 


Hon. Mr. MacLennan: From what source would the certificates have to be 
issued? 
Hon. Mr. Rosertson: It does not say in this document. 


Mr. Kemp: I have here a copy of the law to which Senator Robertson has 
referred. It is known as the “Lenroot-Taber Act”, and was passed in 1927, 
otherwise known as the Federal Import Milk Act. It is as he described it, 
consisting of ten sections. 

The Federal Import Milk Act, consisting of 10 sections, approved 
February 27, 1927, was enacted for the purpose of promoting the dairy 
industry of the United States and protecting public health by regulating 
the importation of milk and cream into the United States. 

Section 1 of this Act prohibits the importation of milk and cream 
into the United States unless the person by whom such milk or cream is 
shipped or transported into the United States holds a valid permit from 
the Secretary of Agriculture. The term “person” means an individual, 

partnership, association, or corporation. 
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Section 2 provides that milk or cream shall be considered unfit for 
importation: 
(1) When all cows producing such milk or cream are not healthy 
and have not been physically examined within one year previous to such 
’ milk being offered for importation. 
(2) When milk or cream, if raw, is not produced from cows whieh 


have passed a tuberculin test within one year previous to time of importa- | 


tion of such milk or cream. 
(3) When the sanitary conditions of the dairy farm do not score at 


least 50 points out of 100 points provided by the score cards used by the © 


Bureau of Dairy Industry of the United States Department of Agriculture. 


Section 4 refers to the number of bacteria per cubic centimetre; paragraph 
5 deals with the temperature of milk or cream at the time of importation. 


Section 3 states that the Secretary of Agriculture shall: 

(1) Cause all necessary inspections to be made and issue permits to 
ship milk or cream into the United States when he finds that Clauses 1, 2 
and 3 of Section 2 of this Act are being complied with. Provided, that 
in lieu of such inspection. he may accept a duly certified statement signed 
by a duly accredited official of an authorized department of a foreign 
government that these clauses have been complied with. On the strength 
of this statement he may issue the permit required for importation. 


This refers to what Dr. Richards mentioned, the fact that in those days 
the federal regulations allowed the Canadian Department of Agriculture to do 
the inspecting and their findings could ‘be accepted. 

Hon. Mr. Howarp: That is right. 

Mr. Kemp: I have the rest of the story here, but I do not think we need 
read it for present purposes. But looking over the import statistics, Mr. Chair- 
man, we notice that the import of milk in the calendar year, 1926, was 4:8 
million gallons from Canada; in 1927 it was 3-6 million, in 1928 3-9 million. 


In 1929 it was down to 3-2 million and in 1930, 1-475 million. 1980 was the © 


year of the Smoot-Hawley tariff, and it is generally believed by those with whom 
we have discussed the matter, that it was that tariff which brought about the 
collapse of the market rather than any sanitary regulations that had been put 


into effect up to that time. Subsequently, however, sanitary regulations did — 


come in and. proved even more effective than the Smoot-Hawley tariff had. 


Mr. Deutscu: But the sanitary regulations were then state regulations, that 
is, the ones which were most disastrous in the 30’s. 


Mr. Kemp: That is correct. 


Mr. Duutscu: It was not federal regulations but state regulations brought _ 


in in the 1930’s which were the most ponies. 
Mr. Kemp: That is quite true. 


The Acting Cuarmman: Are there other items which the Senators would like - 


to discuss? If not, I should like to ask Mr. McKinnon to explain the difference 
between the duty on automobile parts and radio parts, under the Geneva Trade 
Agreements, as compared to former agreements. 


ye Mr. Howarp: Should we not complete the balance of the agree! 
items? 


The Actinc CHarrMaN: If there are more items to be discussed, yes. 


_ Hon. Mr. Howarp: There were thirteen items. Let us have the other 
agricultural items. 
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Mr. Kemp: I wonder if it would not be possible to leave that question for 
a few minutes, because we are having a statement delivered here during the 
course of the morning. 

The Actinc CHAIRMAN: We will revert to that question when the statement 
comes, Mr. Kemp. ‘ 

Mr, McKinnon: Mr. Chairman, perhaps I might say a few words of a 
general nature before dealing with that question; it might be of interest to the 


committee. Up to the present time the committee has seemed anxious to obtain 


information regarding the concessions that Canada secured in other countries, 
rather than as regards concessions that may have been made in Canadian tariffs. 
I think this is the fifth sitting, and my recollection is that most of the previous 
sittings related to concessions secured by Canada in other countries. Senator 
Ballantyne, if I remember correctly, did on two occasions suggest that he would 
like ny know something about the reductions that are proposed in the Canadian 
tariffs. 

May I point.out that the Canadian tariff as it stands today is easily one of 


the most complicated in the world. I am of course referring to its structure. For 


example, where the United States will have one rate on a given commodity appli- 
cable to all the countries of the world, we may have in our tariff at the one time 
as many as five different rates on one and same commodity. 


Hon. A. L. Brausren: Is that brought into effect by regulations? 


Mr. McKinnon: No, this is statutory, Senator Beaubien. It arised from the 
fact that in the first place we have in many cases agreements with various units 
of the British Commonwealth, granting them on “x” commodity certain rates 
of duty. Applicable to the other parts of the commonwealth, to whom that 
particular agreement does not apply, we have what is called the British Prefer- 
ential Tariff. That makes two rates. Applicable to other nations with whom we 
have made most favoured nation agreements of a reciprocal nature, we have a 
most-favoured-nation rate of duty. I am still talking about one commodity. 
Then, applicable to certain countries with whom Canada has had no serious 
rupture in relations, but who are not favoured nations, we have what is called 
the rate under intermediate tariff. And then we have finally the fifth column, 
the general tariff, which is, if I may use the word, punitive tariff, applied to 
countries with whom Canada has no relations of any kind that warrant better 
rates than are shown in the general tariff. Now, I am merely pointing that 
out because of the fact that, if any member of the committee should ask me 
what is the present rate, or what: was the former rate, very often I might have 
to say, “Well, do you mean the British preferential rate; or the most-favoured- 
nation rate; or the Geneva rate?” and so on. 

Hon. Mr. McKeen: Is there not another question in addition to that, namely 
what the article happen to be used for? 

Mr. McKinnon: That is true. I was trying to talk about a given tariff 
item, senator. 

Hon. Mr. McKeen: Well, the same article may be used for more than one 
purpose. 

Mr. McKinnon: Sometimes there are two different items which refer to 
the same commodity according to the purpose for which it is to be used. 

Hon. Mr. McKeen: In addition to that, it may be under two different 
classifications? 

Mr. McKinnon: Yes, it may be of a class or kind made in Canada, or of a 
class or kind not made in Canada. 

Hon. Mr. McKeen: Or it may be a length of brass, or it may be a whistle. 


Mr. McKinnon: I am merely pointing out that the structure of our tariff 
is exceedingly complicated. 
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Hon. Mr. Wuite: Are we unique in that respect? 


Mr. McKinnon: I would think that we are in contrast to most of the large — 


trading nations. The United States has a single tariff except to deal with 
countries with which they may have broken off relations. The United Kingdom 


has, at most, a two-column tariff—her rate against the world, and her rate 
within the Commonwealth. Most of the European tariffs are two or at the 
most. three columns; whereas, as I stated, the Canadian runs to five columns ~ 
or even six. It is partly a reflection of the manner in which industry has grown ~ 


up in this country, in large part resulting from the development of branch plants. 


Schedule V, to which you will wish to turn your attention this morning | 


comprises the changes that are proposed in Canadian rates of duty. It includes 
about 1,050 items; and it may be, as you said at the opening, Mr. Chairman, a 
loss of time to start at the first and go through the entire thousand items. It 


might be much better, as I think you also suggested, that those honourable ~ 


senators who are present and who are interested in any particular commodities 
should ask questions with regard to those particular items. 


Now, dealing first with automobile parts. There are quite a number of — 


items, some eight or ten altogether, with varying rates of duty. The automobile 
itself, that is the finished car, has carried in the past a most-favoured-nation 
rate, because I presume that is the one you are interested in, of 174 per cent; 
that rate is unchanged. Many of the parts used in manufacturing automobiles 
in this country enter at very low rates of duty,—5 or 74 per cent; indeed, many 


of them enter free, if the finished automobile can attain a certain specified so- — 


called Empire content. If it cannot attain the required content of, shall we say, 
Canadian content (although the British content enters into the total), then 
the importer has to pay a higher rate of duty. As a general rule the highest 
rate of duty on parts is 25 per cent, and in the case of some few components, 30 
per cent. 

Hon. A. L. Beausien: Who establishes the quantity of the finished product 
to ‘be made in Canada? . 


Mr. McKinnon: The customs authorities have to establish that, the plant — 


making the automobile is actually producing a certain specific percentage of the 


total content of the car in Canada. To attain that percentage the manufacturer 


may add the percentage representing imports from other Empire areas. If he 
attains the specified content, he is entitled to free parts on a very long item that 
‘ ees not attempt to read to you, because it covers several pages of the 
ook. 

Hon. A. L. Beausmn: At that point: has the department got special officers 
to check that, and so forth? ee 

Mr. McKinnon: That is right, sir. 

Hon. Mr. McKeen: That is, dollar content? 

Mr. McKinnon: Yes, the value, the dollar content, yes. 

The Acting Cuarrman: And I understand there are some manufacturers 
who do obtain that? 
__ Mr. McKinnon: Oh, yes. As a matter of fact the imports under the free 
item, which are dependent on the attainment of content, are very, very high. 


Hon. Mr. Ropertson: Might I ask a question before you leave the 
automobile? 


Mr. McKrynon: Yes, senator. 
Hon. Mr. Rosertson: As I understand it, a prolibition exists against the 


import of used cars and trucks from the United States——what is, in effect a 


prohibition. Has that been changed? 


__ Mr. McKinnon: Under the Geneva agreement it will no longer be permis- 
sible to maintain a prohibition of the importation of used cars,—in the form of 
a prohibition. 
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Hon. Mr. Rozertson: But that is not in your trade agreement? 

Mr. McKinnon: No, sir, we kept it out of the agreement, because it is 
entirely up to Parliament to decide how it wishes to deal with used cars. It may 
in its wisdom, put on a rate of duty which is prohibitive; or it may, in its wisdom, 
put on such lower rate of duty as it deems sufficient for the purpose. But the 
point is that, under the new agreement, we may no longer prohibit the cars in 
those words: we have to deal with them by tariff action. 

Hon. Mr. McKeen: I understand that there is a provision there that if a 
country is in financial difficulties they may then prohibit products coming in from 
- all countries, to save their financial structure. Is there not a provision for that? 

~ Mr. McKrinnon: That takes us back to the balance of payments situation, 
under which a country may do many things. If you wish to follow that up, we 
had better ask Mr. Deutsch. 

Hon. Mr. McKeen: That is actually what is being done, in connection with 
this prohibition— ~ 

Hon. Mr. Rospertson: There is no prohibition on used cars and trucks. 

Hon. Mr. McKeen: Oh, I am sorry. I thought it was cars. 

Hon. Mr. Davies: Under the Geneva agreement could the Government of 
Canada put a prohibitive tariff on something on which you made an agreement? 

Mr. McKinnon: Yes, sir. 

Mr. Kemp: We did not make an agreement covering duty on used cars. 

Mr. McKinnon: I was going to come to that. We made an agreement, but 
we did not include in the schedule that particular item. 

Hon. Mr. Davins: I am talking about general items. Could the Government 
~ of Canada put a prohibitive tariff on any item on which you have come to a 
specific arrangement with the Government of the United States? 

Mr. McKinnon: Let me put it in another way. The Government of Canada 
could not impose a prohibition on any items included in the schedules to the 
agreement, because the rates are bound against increase. But certain countries 
reserved certain items: they said they were not prepared to bind them. We did 
that in the case of used cars; we said, “There is no item in the tariff at present; 
and we will not insert any item committing our country to a certain rate, because 
our Parliament will have to decide what it wishes to do about used cars”. 

The Actinc CHAIRMAN: Does that answer your question, Senator Davies? 

Hon. Mr. Davies: In a roundabout way. 

Hon. Mr. Ropertson: I think-what Senator Davies means is this: he is not 
particularly referring to this prohibition of used cars and trucks, which is some- 
thing that has been in effect for ten or twelve years? 


Hon. Mr. Daviss: I am referring to agricultural products. 


Hon. Mr. Ropertson: He is referring to the general structure of the action 
taken by the government under the so-called austerity plan. 


Hon. Mr. Davis: No. If we make a Geneva agreement in connection with 
some product of the United States, could this government, say, if we were import- 
ing it from the United States, or could the United States government, say, if it 
were importing that item from Canada, put a prohibitive tariff against it? 


Mr. McKinnon: No, not if the item is included in the schedules, because 
the rate attached to it is the maximum that may be applied. But as I said, 
certain countries refused to include certain items; and one of the items we refused 
to include was used cars, because we felt that Parliament would have to deal 
with them. 

Hon. Mr. Davies: Let us discuss oleomargarine. Could the Government of 
Canada put a prohibitive tariff against oleomargarine if a bill was passed to 
import it? 

6817—2 


_ 108 STANDING COMMITTEE AS aoe 


Mr. McKinnon: Speaking as a layman and not as a lawyer, . 1 
the government could put any rate of duty it wished against oo arir 
this agreement. : 

Hon. A. L. Brausren: But it cannot prohibit? eae 

Mr. McKrnnon: It cannot prohibit in the sense of the word “p-r-o-h 
But it can put against oleomargarine any rate of duty it deems desirable. PF 

Hon. Mr. Davies: Could we put a duty against any product wep Ww i 
we ere an ass - 


in that uke een 
Hon. Mr, Davies: Is not oleomargarine included in the eae : 
Mr. McKinnon: No. The prohibition, under the charter, has — 
abolished. We may no longer prohibit. But these tariff schedules do not in 
either used cars or oleomargarine, because it is up to parliament to a 
it wishes to deal with them. 
Hon. Mr. Howarp: They have got you going and coming: 
Hon. Mr. McLuan: if the agreement is carried out with oleomarga 
prohibition goes? ae ; 
Mr. Deutscu: I might point out to honourable senators that the Ha AY 
discussions may have an effect on this situation. Many of the clauses of 
General Agreement, as I have explained before, are taken from the Internationa 


~~ 


Trade Charter which is now being discussed at Havana. These secti Sin 


Agreement. In that respect that may have some eifect upon the 
regarding oleomargarine. As the Agreement now stands, the prohi 
oleomargarine has to go, but what w ill happen after the Havana confe 
over, and the countries which have signed this agreement have co 
whether or not they should change some of these general sections of thi 
ment, remains to be seen. 


SS are over. : 
by te 


Hon. A. L. Brausien: In other words, we do not have to rem 
restrictions on oleomargarine until the Geneva agreement— 


Mr. DrutscuH: Until the Geneva agreement is in its final form; a 
meantime the prohibition continues on our statute books, and only ; 
agreement is in its final form and ratified by Parliament does any actic ‘S 
to be taken in the light of that Agreement at that time. 


Hon. Mr. Davies: And it will not be in its final form unk =a 
Havana agreement? ee 


Mr. DeurscH: Yes. 


Hon. Mr. McLran: That is different to the discussions we had abou fe 
As we understood, the agreement you made stands. 


Mr. DeutscH: There are two parts. The discussions at Havana 
affect the tariff changes at all. It is only the general sections of this Agr 
which may be affected, 


Hon. Mr. Ropertson: Does that apply as well to the United Sta 
passing its legislation through Congress which has to do with this 
administration? a 
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Mr. Deutscu: That is right. 

Hon. Mr. Ropertson: They do not have to pass that until the Geneva 
agreement— 

Mr. DrutscH: Yes. 

Hon. Mr. Rosrrtson: But the tariff schedules remain? 

Mr. McKinnon: They will not be changed. The tariff schedules remain. 

Hon. Mr. McKrren: Have you any information as to the prospects of the 


Havana conference? I heard that there are 800 amendments to be considered. 
Is there much prospect of this Havana agreement going through? 


Mr. Deutscu: Yes, senator; they have a great many amendments, and 
they have had lengthy discussions; but it appears now that they hope to finish 
in a week or ten days. 


Hon. Mr. McKeen: Are all the countries participating, or have some 
withdrawn? 

Mr. McKinnon: Not all are participating. 

Hon. Mr. Davies: Who is representing Canada? 

Mr. McKinnon: Our delegation is headed by Mr. Wilgress. 


Hon. Mr. McKeen: But the Havana agreement, as I understand it, will 
have no effect on these agreements that these eight countries have definitively 
signed.as starting the first of the year? 

Mr. DrevutscH: The Havana discussions do not affect the tariffs that are 
now in effect provisionally, but they may affect some of the general provisions 
of the Geneva Agreement. That Agreement provides that after the Havana 
‘conference is over the countries which have signed the agreement may, if they 
wish, substitute the articles which were changed at Havana for the articles 
agreed upon at Geneva. 


Hon. Mr. Davizs: They could make decisions and regulations that would 
nullify some of the tariff agreements? 


Mr. Devutscu: The tariff rates cannot be changed, sir. 
Hon. Mr. Davies: They could be affected by regulations. 


Mr. DeutscH: Some of the invisible means of protection might be altered, 
sir, that is true. 


Hon. Mr. Davies: So that the new tariff agreement could not possibly work? 
Hon. Mr. Rosertson: Or would not be as effective? 


Mr. Deutscu: Technically that is possible, but a substitution can only be 
made if it is agreed to by each of the countries that have signed the Geneva 
agreement. That still remains to be done after the Havana conference is over. 


Hon. Mr. Burcuitu: Will that mean another conference? 


Mr. Deurscu: No, just an informal meeting of the countries that have 
signed this Agreement. 


Mr. McKinnon: And it will be right at Havana. 

Hon. Mr. McLean: Was there a currency agreement at Geneva? 

Mr. Deutscu: No, there was no currency agreement, sir. 

Hon. Mr. McLean: That matter is left with the international fund? 

Mr. Devutscu: That is right. 

Mr. McKrynon: Mr. Chairman, I think you asked about radios and parts? 
The ActiNc CHAIRMAN: Yes. 
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Mr. McKinnon: The most-favoured-nation rate on a complete radio was 


25 per cent, and the proposed most-favoured-nation rate is 20 percent. Most of 
the parts enter free of duty, under two very long items, 445-0 and 445-P, and 


there is no change in either of those items. 


_ The Actine Cuarrman: What change if any, is there in the United States 
_ tariff on motor parts and radios and parts coming from Canada? 

Mr. Kemp: There is no change in the duty on automobiles. I should have 
to look up the rates on radios, but in any event I do not think there is any. 
movement of trade. 

The Actinc CHairMAN: Some canvass is being made by radio manufacturers, 
and I understand they feel it is quite possible that they could sell radio parts in 
the United States if the tariff were not prohibitive. 

~ Mr. McKinnon: That might well be. > 

The Actinc CHatrman: For the information of honourable members I 
might say that radio manufacturers in Canada have been somewhat restricted 
with respect to imports under the present emergency legislation, and some of 
them have been asked to develop markets in hard currency countries and 
promised that if they do so they will be able to use the moneys that they get to 
bring in parts. I know that certain investigations have been made, and it is 
felt to be possible, with increased production in radios and radio parts in Canada, 
to develop a market in the United States. 

Mr. Kemp: Have you the rates, Mr. Cowper? 

Mr. G. C. Cowper, Chief of Foreign Tariff Section, Department of Trade 
and Commerce: The duty on radios entering the United States was 25 per cent, 
and it is now 15 per cent. Parts that can be used for no other purpose than radio 
carry the same rate. 

The Actinc CHAIRMAN: Such as radio tubes, I suppose? 

Mr. Cowper: Yes. 

Hon. Mr. Davizs: What is the position with regard to flashlight bulbs for 
press photographers? There was quite a fuss about the alleged shortage, and I 
believe the minister said he thought there were plenty in Canada to satisfy 
the need. Are they still prohibited from coming in? : 

Mr. McKinnon: Are you referring to the temporary prohibitions, sir? 

Hon. Mr. Davms: Yes. Have they been removed? 

Mr. McKinnon: Do you know about that, Mr. Deutsch? “¢ 


Mr. Deutscu: I do not know. I know the question came up, but I was — 


away at the time and am not familiar with what the decision was. 

Hon. Mr. Davies: I am told by press photographers that the bulbs that are 
being used at the present time are faulty, and they could get better-class 
bulbs in the United States but the importation is prohibited. 

Mr. Devrscu: I am sorry, sir, that I do not know what the situation is 
at the moment.. : 

Mr.. McKinnon: We can approach these matters only from the point of 
view of the permanent tariff, senator. 

Mr. Chairman, may I make a brief statement that may be of interest to 
members of the committee? While I am willing to answer any questions, I can 
quite understand that members who have not the printed schedule before them 
cannot readily ask questions. It may be of interest to know that in 1939, which 
is the year that we used for the basis of all our negotiations, the ad valorem 
equivalent of the duties collected on imports from the United States into Canada 
—and by that I mean the percentage that the duty represented of the value of 
the goods—was about 13 per cent. But in respect of dutiable goods only, the 
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duty collected was slightly less than 22 per cent of their value. Senator Euler, 
when he was presiding, asked me if I could give him a rough idea of the weight 
or the height of the Canadian tariff on imports from the United States, and, 
as nearly as one can average a situation like that, that is it. On all goods 
imported from the United States in 1939, dutiable and free, the duty represented 
about 13 per cent of the value; and on dutiable goods alone, the duty represented 
about 22 per cent of the value. 


Hon. Mr. Ropertson: That was in 1939. What is the change as a result of 
the Geneva trade agreement? : 


Mr. McKinnon: We did not attempt to make any precise calculation of 
that; first, because, having in mind the abnormal nature of trade during the war 
and immediate post-war years, we kept to the trade figures of 1939 as the only 
sound basis on which to calculate; and secondly, because it is very hard to tell 
just what might result in either the United States or Canada from the lowering 
of a rate of duty. For instance, the cutting in half of even an extremely high 
duty need not necessarily result in a great movement of goods. The same 
is true of a further reduction in a very low rate of duty: I am thinking, for 
example, of the rate on oats entering the United States from Canada. It was 
8 cents, and we have got it cut to 4 cents. If through further negotiations 
oats were admitted free, that might not result in the fllow of a great many more 
bushels of oats to the United States, because 4 cents is so close to free. My own 
impression would be that on the dutiable goods, allowing for a return to fairly 
normal trade in both volume and value, the net incidence of our tariff on imports 
from the United States would, as a result of the changes made at Geneva, 
more likely be in the neighbourhood of 17 or 18 per cent than 22 per cent. That 
is merely a rough estimate made by one person, who may not be any more 
competent than anybody else to make it. In other words, it is a guess. 


Hon. A. L. Beausren: In the average figure that you gave a moment ago, 
did you take into account the arbitrary valuations for duty purposes? 


Mr. McKinnon: No, Senator Beaubien. The figures issued by the Dominion 
Bureau of Statistics do not take into account, in the determination of value, the 
special duties that are applied, such as you have in mind. It is with that 
particular factor in mind that I say that in my own opinion the net rate 
will drop from probably 22 per cent to 17 or 18 per cent. 

Hon. Mr. Bucwanan: Will the embargo against the export of beef cattle 
to the United States have to come off, because of the agreement? 

Mr. McKinnon: No, Senator Buchanan. That is entirely a matter of 
domestic policy, in respect of which I have no information whatever. The 
embargo was imposed for certain domestic reasons, I believe arising particularly 
out of the price ceiling in effect during the war. Obviously, as long as the 


. embargo is on we cannot take full advantage of the reductions that were secured 


at Geneva, but I have no idea as to when the embargo might be lifted. Have 
you, Mr. Deutsch? 


Mr. DreutscH: No. The agreement would not require the Canadian govern- 


ment to remove that embargo at the present time. That is a matter for the 
government to decide. 


Hon. Mr. Bucuanan: Is it not contrary to the spirit of the agreement? 


Mr. Deutscu: In normal circumstances export embargoes are not permitted 
under this Agreement, but there is a leeway whereby countries may make 
adjustments necessitated by conditions arising out of the war. For instance, 
where commodities are in short supply, the agreement permits the countries 
to maintain for a certain period the same trade controls that were in effect during 
the war, but those controls must be removed after the limited period. 
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Hon. Mr. McKeen: Does that mean that if we have certain raw 1 
that are needed by our secondary industries we could be forced 
an embargo against the export of those materials to other count 
instance, it is quite conceivable that outside interests might come in 
most of the raw materials needed by our pulp mills in British Columbia, and 
those materials could be exported the pulp mills would be put out of 
Would the Geneva agreement make it impossible for the seven 
an embargo on exports of that kind? a 

Mr. Deutscu: After this transitional period is over we woul 
permitted to continue export controls or prohibitions, Just as we wou 
permitted to prohibit imports except under specified circumstances. 

Hon. Mr. McKeen: I understand it with respect to imports in th 
course of trade, but I don’t see why other countries should have any 7: 
our raw materials. 

Mr. DeutscH: I believe you are referring to the controls on the 
pulpwood. ; 

Hon. Mr. McKeen: And on lumber, which is also used. 

Hon. Mr. MacLennan: You are only giving an example. — 

Hon. Mr. Bs ps But that was done long before the war. 


force the provinces to oe their practice. In other words, the pro 
es imposing their controls, and because of the fact that the pas 


% have. 

Hon. Mr. Pir: But that has only to do wath Crown land et 
affect private land. 

Mr. Devutscu: That is true. Also, in so far as the federal gove nm 
concerned it could not put on prohibitions. 

Hon. Mr. McKeen: But the federal government sold Crown oe 
tising that it had exportable timber. Of course during the war it coulc 
exported for war purposes, but the sales were advertised on that ba 
the war has been over some time and they still enforce those contr 
I think is rather a discrimination against the buyer who bought on the 
tion that he could export that material. While I am not in favour of an: 
of raw material of which we ourselves are in short supply, when we | 
supply I do not think an embargo like that should be carried out, e 
when the land was bought on a contract that it had exportable timber. 

Hon. A. L. Beausren: Do I understand that if Canada at some time 
in short supply, for instance with respect to meat, that under the 
Agreements we cannot put on prohibitions? 

Mr. Devutscu: Let me try to make the point clear. We haves a e 
period after the war which is commonly referred to as the transitional 
during which time— te 


Hon. A. L. Beaupren: May I ask if there is a time limit to that p 

Mr. Drutscu: Yes, there is a limit. 

Hon. A. L. Brausren: What is the time limit? ¥ 

Mr. DevutscH: 1951. —during which time we can adjust our we 
controls to a normal situation, and during that period we may contint 
of the trade controls we had on during the war. After that time limit 


we would no longer be permitted to put on prohibitions either of an € 
or an import nature. There are a few exceptions to that, anes the 0 
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situation, to take care of legitimate cases, and one of them, Senator Beaubien, 
is the one to which you refer. The clause says that the provisions of this 
paragraph, which do not allow the imposition of prohibitions shall not extend 
to the following—one of them is export prohibitions or restrictions—tem- 
porarily applied to prevent or relieve critical shortages of foodstuffs or other 
products essential to the exporting country. In other words, if we do run into 
a situation where there is a shortage of food, or of some other essential 
material, which causes a shortage situation which might be serious, we may 
then temporarily put on a prohibition to relieve the shortage. 

Hon. A. L. Braveren: Would that be done by consultation with other 
countries with whom we have signed an agreement? 

Mr. Deutscu: Normally we would consult them, but-we would not have to 
if we had a good case, that is, if we could prove that because of shortages we 
would be facing serious difficulties if we did not act to relieve the situation. 
Under those circumstances we could put on temporary controls. 

- Hon. Mr. McKeen: Is that the way in which we would stop the export of 
uranium to some of these countries to which we would prefer it did not go? 

Mr. Deutscu: Uranium is especially excluded from this agreement. 

The Acrinc CHarrMAN: Of course, Mr. Deutsch, we have an advantage 
under certain clauses with respect to such things as coal and petroleum products. 


Mr. Deurscu: Yes. 
Mr. McKinnon: Fuel oil. In other words, it works both ways. 


Mr. Deurscu: It works very much both ways. We are very dependent upon 
other countries for raw materials which are absolutely essential to our economy, 


and while we have to give up perhaps certain unilateral rights, we benefit by the 


undertaking that other countries also give up certain unilateral rights. _ 
_ Hon. Mr. McKeen: I would take it that the provinces would be in much the 
same position as, for instance, the state of New York. 

Mr. McKinnon: That is quite right. 

Hon. Mr. McKern: We have certain sales in British Columbia and no 
doubt there are other provinces who must have the same conditions; I presume 
another province could do the same as we do. 

Mr. McKinnon: Yes. 

Mr. DreutscH: What the state of New York does with respect to milk . 
“ in some ways analagous to what our provinces do with respect to some other 
things. 

Hon. A. L. Brausren: Do you mean to say that any province in Canada 


could prevent the export of certain materials produced in that province? 


Hon. Mr. McKeen: If that province owned the commodity. 

Mr. Drutscu: Yes, if the province owns it. 

Hon. A. L. Beausien: Do you mean if it belongs to the Crown? 

Hon. Mr. McKeen: Yes, if the Crown in the right of the province owns it. 

_ Hon. A. L. Beausren: But it could not interfere with private ownership? 

Mr. Devutscu: No. If the province is the owner of a natural resource, it 
would control it the same as the owner of any property would have control 
over it. 

The Actinc CHairMAN: Are there any further questions, gentlemen? Mr. 
Kemp, have you the statement on the agricultural products? 
- Mr. Kemp: I have those figures here of the concessions that we gained with 
respect to dairy products. The complete list from the United States is as follows: 

Tariff Item 707, fresh cream; duty reduced from 28-3 cents per gallon to 20 
cents a gallon, on a quota of 14 million gallons, with no change in ex-quota rate 
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of 56-6 cents per gallon. On whole milk the rate was ee 
gallon to 2 cents, on the quota of 3 million gallons, with no ha 
ex-quota rate which remains at 6-5 cents a gallon. On pega mill an 
milk the rate was reduced from 24% 9 cents per gallon to 14 cen 

Tariff Item 708, condensed milk, unsweetened; the fie was redu 
1-8 cents a pound to 1 cent a pound; and on condensed milk, sweet aX 
reduced from 2:75 cents a pound to 1-75 cents a pound. 

Tariff Item 708b, whole milk dried; the rate was reduced f 
pound to 84 9 cents a pound. Skimmed milk dried was reduced fr 
14 cents a pound. Buttermilk dried was bound at 14 cents a pound. 

Tariff Item 709; butter, the rate was 14 cents a pound, and 
reduced to 7 cents a pound, with a quota of 50 million pounds. 
was negotiated primarily with New Zealand but we benefit by 
that we may at any time have butter for sale in the United 


Hon. Mr. McKeen: Excuse me, but does that apply to any tim 
or is it seasonal? 

Mr. Kemp: That is a seasonal affair, sir. os 5 

Hon. Mr. McKeen: That season fits them, but it does not fit wa s 
our off-season? 


Mr. Kemp: We could, of course, sell out of cold storiee: 
8 710, cheddar cheese; jie rate was 4 cents a Se or 25 pe 


more. 


hear those also? 
Some Hon. Spnartors: No. 
The Actina CHatrMAN: Are there any questions, gentlemen, 
to these items? = 
Hon. Mr. McKeen: Were any concessions meds with resp 
products, that is maple sugar and maple syrup? i 


Mr. Kemp: Yes, sir. 
Hon. Mr. McKeen: Could you give us those? 


Mr. Kemp: On maple sugar the United States rate was form 7 Bee 
pound, and it has been reduced to 2 cents a pound; on maple syrup the ee w 
2 cents a pound and it has now been reduced to 14 cents a pound. Ww hav f 
got a concession on these items in France, and quite a large | 
_ rate, I think, with respect to maple syrup and maple sugar was 130 
it has now been pce to 30 per cent. 


Mr. pares I do ine think there was under Aer old rate. 


Mr. McKinnon: May I say that in respect to both maple iS 
sugar shipped to the United States, we got a concession in 193. 
cession in 1938 and now we have a third one. As you know there i 
market in Vermont and some of the neighbouring states for’ our m 
and our maple sugar. 


Hon. Mr. McKzen: Do they sell it out as Vermont ic 

The Actinc CuairMan: Are there any further questions? — : 

Hon. Mr. Pir: Mr. Chairman, I wish to ask some quest ions : 
potatoes and table potatoes. I should like to get some information as t 
on seed potatoes at the present time to the United States, as well as 
to other countries that come under the Geneva Agreements. 
would be of interest to eastern farmers as well as to western farmers. 
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_ The Actinc CHarrMAN: Do you mean the rate on potatoes entering Canada 


or going into other countries? 


- 


Hon. Mr. Pirm: No, the rate on potatoes entering the United States, and 
their quota. 


Mr. Kemp: With respect to the United States on certified seed potatoes, the 


_ former rate was 374 cents per hundred pounds, on a quota of 14 million bushels. 


The new arrangement is that the quota has been increased to 24 million bushels, 
and the rate remains the same; the ex-quota rate, which was 75 cents per hundred 
pounds, also remains the same. So that the change is in the size of the quota, and 
the increase is from 1-5 million bushels to 2-5 million bushels on: table potatoes. 

Hon. Mr. Pirie: Just before you leave that item may I ask you if there is 
a certain period in the year when this figure of 374 cents applies? 
_ Mr. Kemp: That is true of the whole year, under the present arrangement. 

Hon. Mr. Pirie: The 374 cents now applies to the entire year. 

Mr. Kemp: That is true, within the quota. 

Hon. Mr. Pirie: And what is the rate on any increase over the quota? 

Mr. Kemp: The rate on imports over the quota is 75 cents per hundred 
pounds. 

Hon. Mr, Prrm: And it remains the same? 

Mr. Kemp: It is the same. On table potatoes the rate has not been changed. 
Tt still is 374 cents per hundred pounds throughout the year on a quota of one 
million bushels, and on anything over the quota it is 75 cents per hundred pounds. 
These are the figures for the United States. I have them also for the other 


~ countries. 


Hon. Mr. Pirie: Say Cuba? 


Mr, Kemp: In Cuba, on certified seed potatoes, they did enter free during 
a certain period of the year, and they have been bound free of duty from Septem- 
ber 1 to January 31, which is the period in which we would want to sell them in 
any case the potatoes not separately provided for. These rates are in United 
State sdollars. The rate is $5 per hundred kilograms from November 1 to June 
30; $4 per hundred kilograms from July 1 to July 31 and October 1 to.31; and 
$4 per hundred kilograms, reduced to $3.50, from August 1 to September 30. 


Hon. Mr. Pirte: I have not worked that out in pounds. 


~Mr. Kemp: A kilogram is about 2-2 pounds, so 100 kilograms amounts 
roughly to 220 pounds. There is also a concession in France. Seed potatoes 
are admitted in the limits of a quota which is going to be fixed each year by 
decree of the French Minister of Agriculture, and under the conditions laid down 
in a rather lengthy text, but there is a reduction within that quota from 30 per 
cent to 15 per cent on seed potatoes going to France. There is one other country 
where we have received a concession—in Brazil, where certified seed potatoes 
have been bound free of duty. I think that is the complete list. 


Hon. Mr. Pirie: There are plenty of restrictions on, for Colorado beetle and 


- such other insects that they claim we have here but perhaps they have not in 


Brazil. That is another case where, I suppose, they could put on these prohibitive 
restrictions, like New York State on our cream and milk. It works just about 
the same way. 

Mr. DeutscH: Is that a federal regulation? The federal government, I 
gather, is all powerful. 

Hon. Mr. Pir: Yes, I think it is a federal regulation. 


Mr. Dreutscu: They may put on sanitary regulations, but they cannot use 
those sanitary regulations purely as an indirect device for protection. In other 
words, if they are really sanitary regulations they are permitted. But they 
cannot use them as an indirect method of keeping out the potatoes. 
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Mr. Kemp: We understand that the Brazilians really want our seed pota-— 


toes, and we do not think they are likely to do that sort of thing. 

Hon. Mr. Prem: Well, if they want them they have bought very few of 
them. You can ship seed potatoes to Brazil today, if you want to wait long 
enough for your money. They will pay you in cruzeiros; they will hold you up, as 
a senator suggests, until they grow the potatoes years after. They make no effort 
to pay until they are good and ready. Of course if you want to.ship under those 
conditions, O.K., but you do not have to. 

Hon. Mr. McKeen: I take it that you don’t. 

Hon. Mr. Pirie: We have shipped them under these conditions. We 


shipped seed potatoes to Brazil this year for the first time, two or three months _ 


ago, and they still have the money there, and I suppose they will still have 
the money for some months to come. 
Hon. Mr. McKeen: Maybe you had better go into the coffee business. 


Hon. Mr. Pirm: Yes; that might be one way of getting it. 


The Acrinc CHAIRMAN: If there are no other questions, this will conclude - 


the meeting and the discussions as far as questioning the witness is concerned. 
In the absence of the chairman I wish to say how grateful we are to Mr. 


McKinnon and the other witnesses who have come before us. They have been | 


most helpful and informative with respect to these matters. It has been a 
great pleasure to all members of the committee to have been here and to have 
had the opportunity of procuring this information. 

Hon. Mr. Ropertson: I may say that Mr. Kemp informed me that he 
is having prepared a complete list of our concessions. 

Mr. Kemp: The concessions we received from the United States (reductions 
and bindings on dutiable items). The tables to be submitted do not includ 
items which were already free of duty under previous agreements. 


Hon. Mr. Roserrson: He thought it would be ready before we adjourned, 
but he will supply it to us and to the members of the committee and it can be 
incorporated i nour records; because it may be that our hearings will be of some 
value to the House of Commons; in any event they will be forthcoming, and 
when they come I suggest that they could form a part of the records of this 
hearing. 

The Acting CuairMaANn: Senator Robertson suggests that we might leave 
the report until Senator Euler returned. At that time we could have a 
discussion of the full committee as to form the report to the house should 
take. 


Hon. A. L. Bravusien: Your idea, Senator Robertson, is that the statement 
Mr. Kemp is going to give will be incorporated in our votes and proceedings. 


Hon. Mr. Rosertson: Incorporated in the printed report which is being 
made of these meetings, and copies of it will be available to all members of 
this committee. Unfortunately it is not yet here, but it will be a matter 
of probably being available today some time. As Senator Campbell says, 
perhaps we could leave the matter now, in the absence of the chairman, until he 
is ready to call us together to consider the report we may make. I suppose 
that in the interim, if honourable senators feel that some further information 
should be supplied, either by letter or perhaps by the attendance of some of 
the officials who may be available, the necessary arrangements could be made. 
1 know how much the time of these officials is taken up, but they have been 
very obliging, and I am sure that we can count on their assistance. ‘ 


Mr. McKinnon: I think I should say on behalf of our group to the chair- 
man and members of the committee that it has been a very pleasant experience. 
It is quite different from what we have been accustomed to in the other house— 
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NON No, no. I mean, in the sense that there you are in 
ys and means, and it is very formal. Here the proceedings 
mal; questions could be directed to the oficial concerned 


of 7 ets into the United States from Canada to which reference 
ee discussion, see appendix.) . 
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